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REAL ESTATE ECONOMISTS, APPRAISERS AND COUNSELORS 


TIGHT MONEY AND STEEL SHORTAGES 

AST month in this bulletin we spoke of the surprising strength in the real 
L. estate market. The length of the steel strike and the tight money market, 

however, have begun to have more telling effects on real estate. The 
number of voluntary real estate transfers per 10,000 families fell to 4.9 per- 
cent below normal in October. This represents a decline to 79.1 voluntary 
transfers per 10,000 families from 82.5 for the previous month. It is still 15 
percent above the low of 69 transfers reached in April 1958. This decline in 
real estate activity is being recorded in every region of the United States. The 
charts on pages 518 and 519 show the number of voluntary real estate trans- 
fers per 10,000 families, the blue line, and the number of mortgages re- 


corded, the red line. Every region shows a large decrease in the last few 
months. 
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When the regions are compared, however, a wide range in the levels of 
real estate activity is found. The Middle Atlantic and New England States are 
low with 43.0 and 48.0 transfers per 10,000 families. The West Central and 
Mountain States are high with 98.7 and 112.2 transfers per 10,000 families. 
New England and Middle Atlantic States are older and more mature. Thus in 
these States real estate turnover is much lower than in such growing areas as 
the Mountain States. Another reason for the difference in real estate activity 
between regions is the concentration of real estate holdings in such cities as 
Boston, Philadelphia, Washington, and New York, where there are large 
apartment and commercial buildings rather than many single-family dwellings 
and small office buildings. 


Other measures of the activity in the real estate market have decreased 
during October. The value of new construction put in place in October de- 
creased about 5 percent to $4.8 billion. This is still 1 percent better than Oc- 
tober 1958. The seasonally adjusted annual rate of private housing starts de- 
creased 11 percent from 1,325,000 starts to 1,180,000 starts. 


There are two main reasons for these declines. The chart on page 515 
shows the increases in interest rates, both long-term and short-term, which 
reflect the shortage of lendable money. This tightest money market in a gen- 
eration was first signalled by the sharp rise in 91-day Treasury bills in Au- 
gust. The rate on these bills reached a new all-time high of 4.332 percent 
during the week ending November 21, 1959. The competition for funds has bid 
up the cost of loanable funds in both short-term and long-term markets. The 
average interest rate on all mortgages in 10 major cities rose to 5.91 percent 
in October, reflecting the increase in the FHA maximum rate. The average 
rate on conventional first mortgages for the United States reported by FHA is 
even higher -- 6.1 percent. To borrow money for construction or for financ- 
ing an existing property the borrower must be willing and able to pay the high- 
er cost of borrowing. The lender must feel also that this is the most profit- 
able way to lend his money. This is the market’s way of selecting the more 
profitable projects. 


The steel shortage caused by the strike of steel workers shows up on the 
Business Activity Index of the Cleveland Trust Company, charted on the oppo- 
site page. This index has decreased from a high of 9.4 percent above the nor- 
mal during the summer to 5.3 percent above the normal during October. The 
steel strike has affected the real estate market in many ways. First, steel 
for construction use is in short supply. Second, many workers not striking 
have been forced out of work because of steel shortages for the products that 
they manufacture. This has meant that they have less income. Homes and 
real property are certainly not going to be bought during such a period. Third, 
because there is still the threat of another strike, the strikers and other 
workers affected are spending carefully, and not adding to any other monthly 
payments by buying a home. Consumer durable goods of all kinds are losing 
sales because of this buying pattern. 

(cont. on page 521) 
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NUMBER OF NONFARM REAL ESTATE TRANSFERS 
1955 1957 


January 361,500 357,100 354, 300 345, 800* 
February 340, 200 351,750 318,000 345, 500* 
March 423, 800 392,100 346, 600 391, 200* 
April 408,500 395,600 380, 900 419, 600* 
May 435,500 437,700 401, 200 428 , 600* 
June 472,400 432,100 370, 200 452, 100* 
July 438,900 432,700 414,600 416,100 480, 200* 
August 486,500 460, 700 412,600 399, 000 450, 300* 
September 457, 200 384, 800 370,000 406, 100 431, 500* 
October 428,600 435,600 403 ,600 460.300 409, 300* 
November 407, 500 380, 800 328, 800 360, 700 

December 386,500 329, 800 318,600 393, 000 


Total 5,047,100 4,790,750 4,419,400 4 416.300 








First 10-month 
comparison 4,253,100 4,080,100 3,777, 200 3,662,600 4,154, 100* 


*Preliminary. 
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(cont. from page 517) 

Another factor that adds to the difficulties of the real estate market is the 
continued increase in building costs. The cost of building our six-room frame 
house is now $19,598. Increasing labor costs were the main cause of the 
$374 increase from last month. The relationship of rents to costs has contin- 
ued to cause rents to rise. The chart below shows urban residential rents, of- 
fice building rents, and residential and office building occupancy. Using a 
base period of 1915 = 100, residential rents have increased to 181 and office 
building rents have increased to 255. Percent of occupancy is falling slightly, 
but is not serious. It reflects a competitive situation which has made newer 
offices and apartments easier to rent compared with older buildings. 


FARM VALUES 


> HANGES in the farm real estate value per acre by States are shown on 
page 522. It will be noticed that Delaware, Florida, Massachusetts, 
New Hampshire, and Rhode Island show the greatest changes in farm 
values from 1958 to 1959. All but one of these States lie in the northeast sec - 
tion of the United States where the expansion of the city has made the most in- 
roads on farm land. In this area there is also speculation in land, which re- 
sults in its being held in the hope 

that land value will rise through — ” 

encroachment from the city. In | — a Coe 

the Corn Belt and Lake States | Residential Rents & Occupancy 

farm values have not risen quite — 
so much. Michigan farm values 
increased, mostly due to conver- 
sion of farm land to residential 
and industrial use. However, 
throughout these States, high 
livestock prices and the desire 
for farm enlargement were 
strong factors in the demand for 
land. Farm real estate sales in 
the wheat areas ofthe Plains 
States were mostly for the pur- 
pose of farm enlargement. Com- 
pared with the national average 
of 42 percent of sales for farm 
enlargement, purchases for en- 
largement purposes in the wheat 


areas were 66 percent of total jag! iad eae T 
saGue J wes, 








farm real estate purchases. The , YL 
Southeastern States also show Se we 
large increases in farm real es- a Ve Po oFrict sumo 
tate values due to vigorous indus- 

trial development. The Western 

States showed about average in- 

creases in values. 




















FARM VALUES PER ACRE BY STATES 
U. S. Department of Agriculture Estimates 


July July 
1958 1959 1958 1959 
Alabama .42 $ 78. Nebraska ....... $ 81.18 $ 86.42 
Arizona .16 46. Nevada ..... 33.94 36. 22 
Arkansas 92.97 96. 4§ New Hampshire . 97.59 107.29 
California 93.33 314. New Jersey 530. 48 577. 
Colorad 39.67 42. New Mexico ...... 21. 30 23. 
> . 30 396. New York 121.42 127. 
.47 215. 5$ North Carolina .... 149. 78 156. 
ot 213. North Dakota .41 47. 
.70 89. . 83 243. 
.64 119. Oklahoma ... : . 83 81. 
97 292. Oregon 63 90 
.99 253. Pennsylvania .. 42 179. 
37 241. Rhode Island 9.01 426. 
.02 98. South Carolina 79 117. 
.23 116. South Dakota . 39 47.§ 
.13 156. 66 Tennessee . 52 116. 
5. 58 71.75 . 34 75. 
. 50 239. 3. 42 56. 
24 293. Vermont 3.45 78.9 
.60 175. Virginia : .19 132. 
39 146.5 Washington ... 25 154 
. 03 99. West Virginia ..... . 93 86. 
.72 102. Wisconsin 36 
.75 30 ee 04 18 


Change In Dollar Value Of Farmlands 


JULY 1958 TO JULY 1959 
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